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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

AMENDMENT NO.~
TO

FORM S-1
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UNDER
THE SECURITIES ACT OF 1933

GENUITY INC.
(Exact Name of Registrant as Specified in its Charter)
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(State or Other Jurisdiction of
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(Primary Standard Industrial
Classification Code Number)

74-2864824
(I.R.S. Employer
Identification No.)

3 Van de GraatT Drive
Burlington, Massachusetts 01803

(781) 262-4000
(Address, including zip code, and telephone number, including area code, of Registrant's principal executive offices)

PAUL R. GUDONIS
Chairman and Chief Executive Officer

3 Van de GraatT Drive
Burlington, Massachusetts 01803

Telephone: (781) 262-4000
Telecopy: (781) 262-3408

(Name. address, including zip code, and telephone number, including area code, of agent for service)

KEITH F. HIGGINS, ESQ.
PATRICK O'BRIEN, ESQ.

Ropes & Gray
One International Place

Boston, Massachusetts 02110
Telephone: (617) 951-7000
Telecopy: (617) 951-7050

Copies to:
IRA H. PARKER, ESQ.

General Counsel
Genuity Inc.

3 Van de GraatT Drive
Burlington, Massachusetts 01803

Telephone: (781) 262-4000
Telecopy: (781) 262-3408

JOHN T. BOSTELMAN, ESQ.
Sullivan & Cromwell

125 Broad Street
New York, New York 10004
Telephone: (212) 558-4000
Telecopy: (212) 558-3588

Approximate date of commencement ofproposed sale to the public: As soon as practicable after the effective date of
this Registration Statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. 0 _

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of
1933, check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. 0 _

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act of 1933, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the
same offering. 0 _

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act of 1933, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the
same offering. 0 _

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following
box. 0 ~

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
Registration Statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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PROSPECTUS

173,913,000 Shares

GENU TY
Class A Common Stock

f!..ur Class A common stock has been approved for listing on the Nasdaq National Market under the
symbol "GENU".

Investing in our Class A common stock involves risks. See "Risk Factors" beginning
on page ~

PER SHAREPRICE $

We are offering 173,913,000 shares of our Class A common stock. This is our initial public offering
and no public market currently exists for our shares. We anticipate that the initial public offering price
will be between $12 and $15 per share.
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Per Share .
Total .

Price to Underwriting Proceeds to
Public Discount Genuity

$ $ $
$ $ $
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The Securities and Exchange Commission and state securities regulators have not approved or disapproved
these securities, or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.
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We have granted the underwriters the right to purchase up to an additional 26,087,000 shares to cover
over-allotments. Morgan Stanley & Co. Incorporated and Salomon Smith Barney Inc. expect to deliver the
shares to purchasers on , 2000.
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Until ,2000, which is the 25th day after the date of this prospectus, all dealers that buy,
sell or trade our Class A common stock, whether or not participating in this offering, may be required to
deliver a prospectus. This is in addition to the dealers' obligation to deliver a prospectus when acting as
underwriters and with respect to their unsold allotments or subscriptions.

YOh should rely only on the information contained in this prospectus. We have not, and the underwriters
have not, authorized any other person to provide you with information that is different from that contained in
this prospectus. We are offering to sell and seeking offers to buy these securities only in jurisdictions where
offers and sales are permitted.

For investors outside the United States, neither we nor any of the underwriters have done anything that
would permit this offering or possession or distribution of this prospectus in any jurisdiction where action for
that purpose is required, other than in the United States. You are required to inform yourselves about and to
observe any restrictions relating to this offering and the distribution of this prospectus.

Genuity is our registered trademark in the United States and the Genuity logo is subject to our pending
application for registration as a trademark in the United States. All other trademarks or trade names appearing
elsewhere in this prospectus are the property of their respective owners.



PROSPECTUS SUMMARY

You should read the following summary together with the more detailed information about Genuity and
the Class A common stock being offered in this offering and our combined financial statements and
accompanying notes appearing elsewhere in this prospectus. In this prospectus, "GTE" refers to GTE
Corporation and its subsidiaries other than Genuity, "Bell Atlantic" refers to Bell Atlantic Corporation and its
subsidiaries prior to the merger with GTE and' 'Verizon" refers to Bell Atlantic doing business as Verizon
Communications, the name under which Bell Atlantic will operate after the merger with GTE, and its
subsidiaries, including GTE. "Genuity", "we", "us" and "our" each refers to Genuity Inc. and its
subsidiaries and not to the underwriters, GTE, Bell Atlantic or Verizon. Except as otherwise indicated, all
information in this prospectus assumes no exercise of the underwriters' option to purchase additional shares of
Class A common stock to cover over-allotments and also assumes that the merger between Bell Atlantic and
GTE closes concurrently with, or immediately following, the completion of this offering.

GENUITY

We are a leading e-business network provider delivering managed Internet infrastructure services to
enterprises and service providers. An e-business network provider is a facilities-based Internet infrastructure

. supplier offering a comprehensive set of managed Internet access, web hosting and value-added.services !£

. businesses that conduct transactions over the Internet, which we refer to as e-business.: The combination of
these services allows customers to purchase integrated e-business solutions. Our comprehensive suite of
managed Internet infrastructure services includes:

Internet access through dial-up, dedicated and digital subscriber lines;

web hosting and content delivery; and

value-added e-business services, such as virtual private networks for secure data transmission and
security services.

We operate a state-of-the-art global network that consists of:

recently deployed broadband fiber optic cable in the United States;

points of presence, which are locations where we provide Internet access to end users;

secure data centers with redundant fiber connections to our network and backup power sources; and

undersea and international fiber optic cable capacity.

Our large base of on-network users and content, combined with our extensive network, positions us as one
of the leading Internet backbone providers in the world, a status commonly referred to as a Tier 1 Internet
backbone provider. An Internet backbone is an Internet Protocol-based network that connects users and web
content. We believe that service providers are increasingly connecting to networks with substantial on-network
content to improve the quality of their customers' experience, which in turn drives demand by enterprises
seeking to connect to networks with large numbers of users. We believe that by taking advantage of this
demand cycle, which we call the "network effect", we will continue to drive significant demand for our
services from both enterprises and service providers and differentiate ourselves from non-Tier I Internet
backbone providers. As of March 31, 2000, we provided services to approximately 5,000 enterprises, such as
Carrier Corporation, Computer Sciences, CNN, Microsoft, Sun Microsystems and ZDNet, and to approximately
400 service providers, such as Akamai Technologies, America Online, Earthlink, NetZero and WebTV in the
United States and I.NET and Tiscali in Italy. Our revenues were approximately $706 million in 1999 and $248
million for the first quarter of 2000, and we incurred net losses of approximately $647 million in 1999 and
$210 million in the first quarter of 2000.



Unlike many recent entrants into the Internet industry, we have more than three decades of experience in
designing and implementing the architecture of the Internet and with solving computer networking problems.
In 1969, our predecessor, BBN Corporation, designed and helped to implement ARPAnet, which is widely
recognized as the basis for the Internet today. Our network is recognized as the first Internet backbone and,
accordingly, was designated AS-I. We also developed the first Internet router, delivered the world's first e­
mail message and pioneered the use of the"@" symbol as a universal addressing standard for electronic
mail. More recently, we were one of the first to offer commercial installation, maintenance and support of
web sites, which is referred to as managed web hosting services, and managed security services through
outsourced firewall monitoring.

THE OPPORTUNITY

The Internet has experienced tremendous growth in the past decade and has emerged as an important
global medium for communications and commerce. As the Internet and data traffic have grown, the cost and
complexity for enterprises and service providers to manage their own network infrastructure demands in-house
has increased. As a result, enterprises and service providers seek to outsource their infrastructure needs to
Internet infrastructure service providers that can:

speed their time-to-market;

improve performance, security and the ability to rapidly increase the capacity needed to deliver
services, which is referred to as scalability;

provide continuous operation of their web sites; and

reduce the costs and risks associated with developing an in-house solution.

As enterprises and service providers continue to outsource these requirements, they demand that Internet
infrastructure service providers deliver a high quality Internet experience for their users. We believe leading
Internet infrastructure service providers must offer a comprehensive suite of managed Internet infrastructure
services, a large base of on-network users and content, reliable and scalable network facilities, Tier I Internet
connectivity and the experience and expertise necessary to provide a complete Internet infrastructure solution.

OUR SOLUTION

Our e-business network solution enables our customers to outsource their Internet infrastructure
requirements to a single provider and to scale their Internet operations in a cost-effective and reliable manner.
The key elements of our solution include:

Comprehensive Suite of Managed Internet Infrastructure Services. We offer a broad range of managed
Internet infrastructure services, including: Internet access; web hosting and content delivery; and value­
added e-business services.

Large Base of On-Network Users and Content. We carry a significant amount of traffic over our Tier 1
Internet backbone, allowing enterprises and service providers to directly route traffic to, or receive
content from, a significant number of other customers without the need to pass through other Internet

backbones.

State-of-the-Art Network. We operate a state-of-the-art, high capacity global fiber optic network that is
highly reliable and scalable and has been equipped with advanced optical electronic equipment. Our
network includes over 17,500 route miles of fiber optic cable in the United States, undersea and
international fiber optic cable capacity and 10 data centers for web hosting services.
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High Peiformance, Tier I Internet Connectivity. We provide high perfonnance connectivity to the
Internet through our Tier I Internet backbone and extensive high speed private connections with other
major Internet backbone providers.

Significant Internet Protocol Engineering and Architectural Expertise. Drawing upon the breadth and
depth of our IP and networking experience and expertise, including over 750 engineers and over 1,100
technicians, we are able to quickly and cost-effectively identify the Internet infrastructure requirements
of our customers and design and implement appropriate solutions.

OUR STRATEGY

Our objective is to be the leading e-business network provider by architecting, building and operating the
infrastructure for the Internet economy. The principal elements of our strategy for pursuing this objective
include:

leveraging the network effect;

expanding our capacity and state-of-the-art network;

continuing to build and own our network facilities;

expanding our distribution capabilities;

pursuing strategic transactions and alliances;

using our extensive IP and networking expertise to develop new services; and

establishing Genuity as a leading brand for ,e-business network services.

Our strategy is subject to risks and uncertainties, as we describe in the section entitled "Risk Factors"
below, and will require additional funding. We may not be successful in implementing our strategy.

OUR CORPORATE INFORMATION

We have recently changed our name from GTE Internetworking Incorporated to Genuity Inc. Our
principal executive offices are located at 3 Van de Graaff Drive, Burlington, Massachusetts 01803 and our
telephone number is (781) 262-4000.
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OUR RELATIONSHIP WITH VERIZON

We are currently a wholly owned subsidiary of GTE. In July 1998, Bell Atlantic and GTE agreed to enter
into a merger of equals transaction. We anticipate that the merge'j; which must be approved by the Federal
Communications Commission, will close concurrently with, or immediately following, the completion of this
offering. Following the, merger,,,Bell Atlantic and GTE will operate under the name Verizon Communications.

Section 271 of the Telecommunications Act of 1996 generally prohibits each of Bell Atlantic's local
telephone operating companies from providing long distance services that originate in any state in whichit is
an incumbent local telephone operating company. This prohibition also extends to services provided by any
company in which Bell Atlantic owns an interest greater than 10%. Because we provide services that could be
characterized as long distance services in states where Bell Atlantic operates an incumbent local telephone
operating company, Bell Atlantic and GTE have made a proposal to the FCC under which Verizon will not
own more than 10% of our common stock at the closing of their merger.

Under the proposal to the FCC, GTE will exchange all of its shares of our outstanding common stock for
shares of our Class B common stock, and we will make this offering of our Class A common stock to the
public. Immediately following the completion of this offering, the Class A common stock will represent 90.5%
of our outstanding common stock, and the Class B common stock will represent 9.5%.

If Verizon ,has eliminated,applicable Section 271 restrictions, it may increase its ownership interest in us
by converting the Class B common stock. Section 271 provides that lhe restrictions will be lifted as to a
particular state when the incumbent local telephone company satisfies a competitive checklist prescribed by the
Telecommunications Act and obtains authority from the YCs. to provide long distance services in that state.
Bell Atlantic has received the necessary authorization in New York to provide long distance services
originating in that state. ,Verizon must ,eliminate lPplicable Section 271 restrictions in the other states in which
it operates an incumbent local telephone operating company...: either through the Section 271 process or
otherwise, including through legislation, in order to increase its ownership in us.

Under the proposal to the FCC, Verizon cannot convert its Class B common stock into more than 10% of
our outstanding common stock until it has eliminated, as to at least 50% of the total billable access telephone
lines owned in 1999 by Bell Atlantic in its region, the Section 271 restrictions applicable to its operation of our
business. We refer to the total billable access telephone lines owned in 1999 by Bell Atlantic in its region as
"Bell Atlantic in-region lines." When Verizon has eliminated the applicable Section 271 restrictions as to at
least 50% of Bell Atlantic in-region lines, it could transfer its shares of our Class B common stock to a
disposition trustee for sale to one or more third parties that would then be able to convert all of our Class B
common stock into 800 million shares of Class A common stock. When Verizon has eliminated the applicable
Section 271 restrictions as to 100% of Bell Atlantic in-region lines, it could convert its Class B common stock
into 800 million shares of our Class A common stock or Class C common stock, subject to the terms of the
proposal to the FCC.

If accepted by the FCC, the terms of the proposal will permit Bell Atlantic and GTE to complete their
merger. The proposal will also permit Verizon to hold an ownership interest in us that complies with the
Telecommunications Act and provides the opportunity for Verizon to increase its interest in us if and when it is
,lawfully authorized to do so.

For more information about our capital stock, including the conversion of the Class B common stock, you
should refer to the section "Description of Capital Stock."
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Class A Common Stock Offered ....

Common Stock to be Outstanding~

THE OFFERING

173,913,000 shares

......After this Offering " . . . . . . . . . . 192},169,000 Share~

bssuming Maximum Class B
Conversion. . . . . . . . . . . . . . .. 973,913,000 Share~

We have authorized Class A common stock, Class B common stock
and Class C common stock. The table below illustrates the number of
shares outstanding and the equity ownership and voting percentages
associated with these shares immediately following the offering and

",assuming the ...conversion of the Class B common stock into ..,shares of
Class C common stock10 the maximum extent permitted by our
certificate of incorporati0ll- Each share of Class C common stock
entitles the holder to five votes per share.

After Offering Assuming Maximum Class B Conversion

Total Equity
and Voting Total Equity Total Voting

Shares Percentage Shares Percentage Percentage

Class A 173,913,000 90.5% 173,913,000 17.9% 4.2%
Class 8 18,256,000 9.5%
Class C 800,000,000 82.1% 95.8%--

Total ... 192,169,000 100.0% 973,913,000 100.0% 100.0%
-- --

The information in the above table is before giving effect to options
outstanding under our long-term incentive plans and additional
issuances of shares of our common stock and assumes no exercise of
the underwriters' over-allotment option.

Conversion of Class B Common
Stock . . . . . . . . . . . . . . . . . . .. Under the proposal to the FCC;

If Verizon eliminates the applicable Section 271 restrictions as to 100%
of Bell Atlantic in-region lines, it",could convert the Class B common
stock into 800 million shares of Class C common stock, which
immediately after this offering would represent approximately 82% of
our total equity and approximately 96% of our total voting power.

If Verizon eliminates the applicable Section 271 restrictions as to at
least 50% of Bell Atlantic in-region line~and it first offe~s its shares
to us as described in the section in "Description of Capital Stock"

.;,.en;.;.,t;.;.,it;;;.le.;,.d~'_'C;;.o.;,.m=m;.;.,o.;.;n;.;...,;S_to_c.;.;k.;....._G;;.e.;..n...;u;;.;i.;"ty~R.;..i..g_ht-..,;.o.;..f.;;.F_ir_s...,t..,...O...;f;.;.,fe.;..r.&;.i,.,...." i!",could
transfer its shares of Class B common stock to a disposition trustee
for sale to one or more third parties that would then be able to convert
the Class B common stock into an aggregate of 800 million shares of
Class A common stock, which immediately after this offering would
represent approximately 82% of our total equity and voting power.
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Expiration of Class B Common Stock
Conversion Rights .

Genuity Right of First Offer .

Conversion of Class C
Common Stock .

If Verizon does not eliminate the applicable Section 271 restrictions
as to at least 50% of Bell Atlantic in-region lines, the Class B
common stock is convertible into shares of Class A common stock
representing only 10% of our total common stock outstanding
immediately after the conversion.

Our certificate of incorporation contains less restrictive conversion
provisions for the Class B common stock than the conversion
provisions under the proposal to the FCC described above. You
should refer to the section in "Description of Capital Stock" entitled
''Common Stock-Conversion of Class B Common Stock" for a
description of the conversion provisions under our certificate of
incorporation.

Under the proposal to the FCC, if Verizon has not eliminated the
applicable Section 271 restrictions as to 100% of Bell Atlantic in-
region lines on or before , 2005, which date may be extended
under conditions that we describe in the section in "Description of
Capital Stock" entitled "Common Stock-Conversion of Class B
Common Stock", Verizon' s ability to convert the Class B common
stock into 800 million shares of Class A common stock or Class C
common stock will expire. AU Verizon has satisfied the applicable
Section 271 restrictions as to 100% of Bell Atlantic in-region lines on
or before that date or any extension, its ability to convert the Class B
common stock into 800 million shares of Class A common stock or
Class C common stock will not expire. Flass B common stock
transferred}o a third party will not be subject to the expiration
limitation.

Under the proposal to the FCC, if Verizon seeks to sell some or all of
its shares of our Class B common stock after eliminating the
applicable Section 271 restrictions as to at least 50% but less than
95% of Bell Atlantic in-region lines, Verizon must first offer to sell
those shares to us. You should refer to the section in "Description of
Capital Stock" entitled "Common Stock-Genuity Right of First
Offer" for a more detailed description of our right of first offer.

Each share of Class C common stock is convertible by the holder at
any time into one share of Class A common stoC\ Each share of
Class C common stock will automatically convert into one share of
Class A common stock if at any time the aggregate number of
outstanding shares of Class C common stoc\: together with shares of
Class C common stock issuable upon conversion of Class B common
stock, constitutes less than 10% of our outstanding common stock.

- A 'A
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Transfer of Class C
Common Stock .

Voting Rights .

Verizon's Right to Acquire
Additional Shares•............

Use of Proceeds .

•Nasdaq Stock Symbol .

Verizon can transfer shares of our Class C common stock at any time.
.lEach share. of.class C common stock so transferred will automatically
convert into one share of Class A common stock on the earlier to- ..
occur of (I) any subsequent transfer of ownership of such share.l or (2)
the first anniversary of the transfer of such share.l by Verizon.
Accordingly, persons other than Verizon could own shares of Class C•common stock.

Except as required by law or as described below, the holders of our
Class A common stock, Class B common stock and Class C common
stock vote together as a single class on all matters submitted to a vote
of our stockholders.

Each share of Class A common stock entitles the holder to one vote per
share. So long as 50% or more of the shares of Class B common stock
outstanding at the completion of this offering remain outstanding, no
holder or group of holders of Class A common stock may vote any of
their shares in excess of 20% of the aggregate number of the then
outstanding number of shares of Class A common stock.

Each share of Class B common stock entitles the holder to one vote per
share. The holders of the Class B common stock, voting separately as a
class, are entitled to elect one of our directors. We are also required to
obtain the consent of the holders of Class B common stock before
taking specific actions, including making significant acquisitions or
dispositions, entering into major business combinations and incurring
indebtedness or issuing additional equity securities in excess of
specified limits. You should refer to the section in "Related Party
Transactions" entitled "Recapitalization Agreement" and the section
in "Description of Capital Stock" entitled "Common Stock-Voting
Rights" for a more detailed description of these consent requirements,
including the circumstances under which these consent requirements
may be transferred and when they terminate.

Each share of Class C common stock entitles the holder to five votes
per share.

If Verizon holds shares of Class A common stock and Class C
common stock that in the aggregate exceed 70% of the total number
of shares of our outstanding common stoc~ Verizon may acquire
from us a number of shares of Class A common stock so that it will
own shares of common stock equal to 80% of the total number of
shares of our outstanding common stock.

For capital expenditures in connection with the expansion of our
network infrastructure and general corporate purposes, including
working capital and possible acquisitions of and investments in other
business and technolgies.

GENU
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SUMMARY COMBINED FINANCIAL DATA

The following tables present our summary combined financial data. The financial data presented in these
tables are from "Selected Combined Financial Data" and our combined financial statements and accompanying
notes included elsewhere in this prospectus. You should read those sections for a further explanation of the
financial data summarized here.

Three Months Ended
March 31,Year Ended December 31,

Our combined financial statements have been carved out from the consolidated financial statements of
GTE using the historical results of operations and historical bases of the assets and liabilities of Genuity.
Accordingly, the historical financial information we have included in this prospectus does not necessarily
reflect what our financial position, results of operations and cash flows would have been had we been a
separate, stand-alone entity during the periods presented.

1998 1999 1999 2000

Results of Operations Data:
Revenues .
Cost of goods sold .
Selling, general and administrative .
Operating loss .
Net loss .
Basic and diluted loss per common share .
Basic and diluted weighted-average common

shares outstanding .
Pro forma as adjusted basic and diluted net loss

per common share (unaudited) .
Pro forma as adjusted basic and diluted weighted-

average common shares outstanding .

(in thousands, except per share data)

$ 446,002 $ 706,466 $ 157,283 $ 247,852
492,794 767,498 160,540 283,928
312,916 396,522 93,123 108,336

(464,152) (645,182) (137,472) (198,198)
(468,559) (647,046) ( 138,580) (209,826)

(25.67) (35.44) (7.59) (11.49)

18,256 18,256 18,256 18,256

$ (3.37) $ ( 1.09)

192,169 192,169

As of March 31,2000

The pro forma as adjusted column in the combined balance sheet data below reflects the capital
contribution of $178 million by GTE and the sale of shares of Class A common stock in this offering at an
assumed initial public offering price of $13.50 per share, after deducting estimated underwriting discounts and
offering expenses payable by us.

ProForma
Actual As Adjusted

(in thousands)

Balance Sheet Data:
Cash and cash equivalents .
Working capital .
Property, plant and equipment, net .
Total assets .
Total long-term liabilities .
Total liabilities .
Stockholders' equity .

$ 17,118
(180,484)

1,629,391
2,461,854

70,584
516,087

1,945,767

$2,400,763
2,245,325
1,629,391
4,843,663

68,584
470,087

4,373,576
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RISK FACTORS

Investing in our Class A common stock involves a high degree of risk. You should carefully consider the
following factors. as well as other information contained in this prospectus, before deciding to invest in shares
of our Class A common stock. If any of the following risks actually occurs, our business, financial condition
and results of operations could suffer. in which case the trading price of our Class A common stock could
decline and you may lose all or part of your investment.

Risks Related to Our Business

We have a history of significant operating losses and expect these losses to continue for at least the
next several years.

We have experienced operating losses in each quarterly and annual period since 1996. Given the level of
our planned operating and capital expenditures, we expect to continue to incur significant operating losses for at
least the next several years. We incurred operating losses of approximately $464 million in 1998,
approximately $645 million in 1999 and $198 million in the first quarter of 2000. As of March 31, 2000, we
had an accumulated deficit of approximately $1.5 billion.

We plan to continue to make significant investments to expand our capacity and network infrastructure,
develop brand recognition, broaden the range of our service offerings and expand our sales, marketing,
technical and customer support personnel. Our capital expenditures program, as currently contemplated, will
require between $11 billion and $13 billion during the five-year period ending December 31, 2004, the majority
of which will be for the expansion of our network infrastructure. A substantial portion of these expenditures
will be made long before any significant revenue related to these expenditures may be realized.

In addition, our operating expenses are based largely on anticipated revenue trends and a significant
portion of our expenses, such as personnel, the leased portion of our network and our real estate facilities and
depreciation of our network infrastructure, is fixed. If our revenues fall below our expectations, we would
probably not be able to reduce our fixed or variable expenses in sufficient time to respond to the shortfall. If we
fail to achieve significant increases in our revenues as a result of our investments, the size of our operating
losses may be larger than expected. We may never achieve profitability or generate positive cash flows from
operations, and if we do achieve profitability or positive cash flows from operations in any period, we may not
he able to sustain or increase profitability or positive cash flows on a quarterly or annual basis.

If we do not maintain or increase our market share and therefore are no longer considered a Tier 1
Internet backbone provider, we may lose customers and our free peering relationships with other Tier 1
Internet backbone providers. If this occurs, our revenues and operating results may decline significantly.

We rely significantly on our status as a Tier I Internet backbone provider to maintain and grow our market
share and compete with other Tier I Internet backbone providers, several of which have a larger market share
than we do. Any significant loss of market share for our services could cause the loss of our status as a Tier I
Internet hackbone provider, which would make our services significantly less attractive to existing and potential
customers and would likely result in a significant loss of revenues. In addition, the loss of market share or our
status as a Tier I Internet backbone provider would adversely affect our ability to maintain our free private
peering relationships with other Tier I Internet backbone providers. Currently, these relationships permit us to
have direct, cost-free exchange of traffic with other Tier I Internet backbone providers and allow us to avoid
the congestion of public peering points when directing traffic to users connected to those other Internet
backbones. If we are unable to maintain these free peering relationships, our operating costs will increase and
our results of operations will suffer.
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To increase or at least maintain our market share and maintain our status as a Tier I Internet backbone
provider, it is critical that a significant amount of worldwide Internet traffic be carried on our Internet
backbone. To generate significant Internet traffic, we must:

continue to increase the amount of content available on our network infrastructure by successfully
marketing our web hosting and high speed dedicated Internet access services to enterprises, particularly
enterprises that operate high traffic web sites; and

continue to increase the number of users that access the Internet through our Internet backbone by
successfully marketing our Internet access services to service providers.

We may not be successful in marketing our services to enterprises and service providers if we fail to
expand our capacity and network infrastructure to meet increasing demand or to competitively price or expand
our services or if we experience network performance and reliability problems.

If we were to lose a significant portion of our revenues from America Online, we would not be able
to replace those revenues in the short term and our operating losses would increase significantly.

The termination of, or a significant adverse change in, our relationship with America Online would have a
material adverse effect on our revenues. America Online accounted for approximately 53% of our revenues in
1998, 52% of our revenues in 1999 and 46% of our revenues in the first quarter of 2oo0. We expect that
revenues from America Online will continue to represent a significant portion of our revenues for the next
several years. America Online has the right to terminate its agreement with us on 30 days notice if we
materially breach the agreement, including our failure to meet specific performance targets, and fail to cure the
breach within that notice period. America Online also has the right to terminate its agreement with us
immediately without notice if we commit repeated material breaches of the agreement or if we violate the terms
of a few specific material provisions under the agreement. America Online also has the right to reduce its
purchase commitments if we, among other things, fail to meet specific delivery and performance targets or fail
to meet our obligation to provide most favored customer pricing. In addition, upon a change in control of
Genuity, America Online has the right to terminate the agreement. A transfer of Verizon's interest in Genuity
to an unrelated party may constitute a change in control of us. You should refer to the section in "Business"
entitled "Our Relationship With America Online" for additional information about our relationship with
America Online.

If we cannot obtain the additional capital we will require to fund our operations and finance the
expansion of our capacity and network infrastructure, we will have to delay or abandon our development
and expansion plans.

We will need significant additional capital to fund our business plan and achieve profitability. We
currently intend to spend $11 billion to $13 billion over the five-year period ending December 31, 2004, of
which approximately $1.8 billion to $2.0 billion is expected to be spent during 2oo0, on the continued
expansion of our network infrastructure and other capital expenditures. During the past three years, our capital
needs have been satisfied with permanent capital contributions from GTE or financing from its affiliates.
However, following this offering, Verizon is not obligated to provide funds to finance our capital expenditures,
working capital or other cash requirements. Under the proposal to the FCC, Verizon is not permitted, before the
conversion of its shares of our Class B common stock, to provide more than 25% of the debt financing that we
are permitted to incur under the Recapitalization Agreement. We may be unsuccessful in raising sufficient
capital on terms that we consider acceptable, when needed or at all. If this happens, we would have to delay or
abandon our development and expansion plans, which would adversely affect our competitive position.

We currently intend to obtain additional capital through public offerings or private placements of debt or
equity securities or through borrowings under future credit facilities. However, we are required to obtain the
consent of the holders of our Class B common stock before issuing any shares of our capital stock in excess of
specified amounts and our agreement with Verizon limits our ability to incur debt in excess of specified
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amounts without its consent. You should refer to the risks described below under "Risks Related to Our
Relationship with Verizon", the section in "Related Party Transactions" entitled "Recapitalization
Agreement" and the section entitled' 'Description of Capital Stock" for more detailed discussions of the rights
of our Class B common stock.

If we do not compete effectively, particularly against established participants with greater financial
and other resources than ours, we will lose market share, which will make our services less attractive to
our existing and prospective customers.

The market for managed Internet infrastructure services is extremely competitive and subject to rapid
change. We expect to encounter increased competition in the future as a result of increased consolidation and
strategic alliances in the industry. In addition, we will increasingly compete with foreign service providers as
we expand internationally and as these service providers increasingly compete in the United States. If we are
unable to compete successfully, we would experience a loss in customers and the revenues that accompany that
husiness. .....

Many of these existing competitors have and potential competitors may have greater financial and other
resources, more customers, a larger installed network infrastructure, greater market recognition and more
established relationships and alliances in the industry. As a result, these competitors may be able to develop
and expand their network infrastructure and service offerings more quickly, adapt more swiftly to new or
emerging technologies and changes in customer demands, devote greater resources to the marketing and sale of
their offerings, pursue acquisitions and other opportunities more readily and adopt more aggressive pricing
policies. UUNET, a subsidiary of WorldCom, has substantially greater market share and resources than we do.
In addition},. WorldCom and Sprint have announced a proposed merger. We believe this proposed merger would
substantially increase the market share and competitive position of UUNET, even if it were required to divest
itself of portions of its Internet backbone as a condition of the merger. Some of our competitors are able to
bundle their Internet service offerings with other complementary services, such as local and long distance
voice, data transmission and video services, thereby reducing the overall cost of their services compared with
ours. We may not be able to offset the effects of any of these actions.

We expect that the rates we charge for our services will decline over time, and we may not be
successful in reducing our operating expenses or introducing new services that will compensate for these
lost revenues.

We expect to continue to experience decreasing prices for our services as we and our competitors increase
transmission capacity on existing and new networks, as a result of our current agreements with customers,
through technological advances or otherwise, and as volume-based pricing becomes more prevalent. For
example, at specified times during the course of our agreement with America Online, America Online has the
right to seek a reduction in the fees paid to us for access ports and digital subscriber line and other broadband
services. Accordingly, our historical revenues are not indicative of future revenues based on comparable traffic
volumes. If the prices for our services decrease for whatever reason and we are unable to offer additional
services from which we can derive additional revenues or otherwise reduce our operating expenses, our
operating results will decline and our business and financial results will suffer.

Our strategy contemplates future international expansion but there are significant operational and

financial risks associated with international operations.

Although we have not derived significant revenues from our international operations in the past, an
important component of our strategy is to expand significantly our presence in international markets. As we
expand, we will substantially increase our exposure to the risks inherent in international operations, including,
among others, the following:

general economic, social and political conditions;

unexpected changes in legal or regulatory requirements resulting in unanticipated costs and delays;
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differences in technology standards;

tariffs, export and exchange controls and other trade barriers;

fluctuations in foreign currency exchange rates;

difficulty of enforcing agreements and collecting accounts receivables;

adverse tax consequences;

changes in United States laws and regulations relating to foreign trade and investment; and

inability to offer some services in some countries due to regulatory and other barriers.

You should refer to the section in "Business" entitled "Our International Operations" for additional
information about our existing and planned operations in international markets.

Further, to expand our international operations, we may enter into joint ventures or outsourcing
agreements with third parties, acquire rights to high bandwidth transmission capability, acquire complementary
businesses or operations or establish and maintain new operations outside the United States. We may be
heavily dependent on third parties to be successful in our international operations. We may not be able to
successfully sell our services or adequately establish or maintain operations outside the United States.

If we are unable to manage our planned expansion effectively, we may incur increased costs,
experience capacity constraints and place too many demands upon our management team.

We are currently experiencing a period of rapid expansion and, if our business plan is successfully
implemented, we expect our expansion to continue for the foreseeable future. This expansion will increase our
operating complexity significantly and require significant time commitments from our management team and
severely restrict their ability to manage our existing business. Our failure to manage our expansion effectively
could increase our costs, adversely affect our relations with customers and suppliers, result in insufficient
capacity over extended periods of time and adversely affect our revenues and operating margins. Accordingly,
our success depends on our ability to effectively manage this expansion and the demands it will impose on our
management. In addition to training and managing an increasing number of highly skilled employees, we will
need to successfully expand our capacity and network infrastructure and continually enhance our information,
management and operational and financial systems.

If we are not successful in achieving brand recognition for the Genuity name, our competitive
position will be weakened and we could lose market share.

We believe that establishing, maintaining and continually strengthening our brand in domestic and
international markets is a critical aspect of our efforts to expand our customer base, solidify business
relationships and successfully implement our business strategy. The growing number of companies that offer
competing Internet infrastructure services increases the importance of establishing and strengthening brand
recognition. However, we only recently changed our name to Genuity. Because our brand is new, it currently
has very limited recognition in the market. Our brand may not be viewed positively or be accepted by the
market. We intend to incur significant expenses to promote our brand. The expenses we incur toward building
our brand, however, may not result in immediate returns and it may be a long time before enterprises, service
providers and business partners recognize and make positive connections with our brand. In addition, our brand
may be diluted if customers do not perceive our services to be of high quality or if we fail to provide a
satisfactory customer service experience. We may not be successful in achieving these goals.

Our ability to develop, market and support our managed Internet infrastructure services depends
on retaining our management team and attracting and retaining highly qualified individuals in the
Internet industry.

Our future success depends to a significant extent on the continued services of our management team. Our
management team. which is described in the section entitled "Management", has significant experience with data
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communications, telecommunications and managed Internet infrastructure services, as well as relationships with
many of the enterprises, service providers and business partners that we currently or may in the future rely on in
implementing our business plan. The loss of the services of our management team or any significant portion of it
could have a substantial detrimental effect on our ability to execute our business strategy.

Our future success also depends on our continuing ability to identify, hire, train, assimilate and retain large
numbers of highly qualified technical, sales, marketing and managerial personnel. The demand for qualified
personnel is high and competition for their services is intense. The competition for qualified employees in the
Internet industry is particularly intense in the Boston, Massachusetts area where our principal operations are
located. We have from time to time experienced, and we expect to continue to experience in the future,
difficulty in hiring and retaining highly skilled employees with appropriate qualifications. If we do not succeed
in attracting new personnel or retaining our current personnel, our business will suffer.

Our historical financial information may not be representative of our results of operations as a
separate entity.

The historical financial information we have included in this prospectus does not necessarily reflect what
our financial position, results of operations and cash flows would have been had we been a separate, stand­
alone entity during the periods presented. GTE did not account for us, and we were not operated, as a separate,
stand-alone entity for the periods presented. Our combined financial statements have been carved out from the
consolidated financial statements of GTE using the historical results of operations and historical bases of the
assets and liabilities of our business. Our costs and expenses include allocations from GTE for centralized
corporate services and infrastructure costs, including legal, accounting, treasury, real estate, information
technology, distribution, customer service, sales, marketing and engineering. These allocations have been
determined on bases that we and GTE considered to be reasonable reflections of the utilization of services
provided to orthe benefit received by us. We have not made adjustments to our historical financial information
to reflect many significant changes that will occur in our cost structure, funding and operations as a result of
our operating as a stand-alone company, including increased costs associated with reduced economies of scale,
increased marketing expenses related to building brand identity separate from GTE and increased costs
associated with being a publicly traded, stand-alone company. Any increase in our costs related to these or
similar factors could adversely affect our operating results in future periods, which could cause the market price
of our Class A common stock to decline.

If we do not respond effectively and on a timely basis to rapid technological changes, our services
may become obsolete and we would probably lose customers and be unable to attract new ones.

The managed Internet infrastructure services industry is characterized by rapid technological developments
and frequent new product and service introductions and enhancements. The introduction of new products or
technologies could render our network or service offerings obsolete, thereby requiring us to spend more than
we currently anticipate in future periods in order to remain competitive and retain our existing customers and
attract new ones. Similarly, technological developments could reduce the cost or increase the supply of services
similar to those that we provide or plan to provide, which could result in lower than expected revenues in
future periods. We may not be able to:

anticipate or adapt to these new products or technologies on a timely and cost-effective basis;

obtain the necessary funds to develop or acquire new technologies or products needed to compete; or

address the increasingly sophisticated and varied needs of our current and prospective customers.

Our ability to compete could be jeopardized if our network and services do not properly operate
with the existing or future equipment of our customers.

We believe that our ability to compete successfully is dependent upon the continued compatibility of our
network and service offerings with products, services and architectures offered by others, particularly our
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enterprise and service provider customers. Although we often work with vendors in testing newly developed
products, these products may not be compatible with our infrastructure. In addition, although we currently
intend to support emerging standards, there can be no assurance industry standards will be established or, if
they become established, that we will be able to conform to these new standards in a timely fashion and
maintain a competitive position in the market. Our competitive position would be adversely affected if we fail
to conform to the prevailing standards, or if common standards fail to emerge.

We may lose customers if we experience system failures that significantly disrupt the availability and
quality of the services that we provide.

Our operations depend on our ability to avoid and mitigate any damages, physical or otherwise, from natural
disasters, power losses, capacity limitations, physical or electronic breaches of security, software defects,
telecommunications failures and intentional acts of vandalism, including computer viruses. The failure of any
equipment or facility on our network could result in interruptions in service or reduced capacity for our enterprise
and service provider customers until we make the necessary repairs or install replacement equipment. In addition,
our customers may experience interruptions in service if carriers or other service providers fail to provide the
communications capacity that we have leased in order to provide service to our customers or if our peering
arrangements suffer significant disruption. For example, in 1999 a third party provider from whom we lease
capacity experienced a significant disruption. Further, a majority of our traffic is transmitted over capacity that we
lease from third parties. The failure of anyone of these connections also could result in reduced performance.

These interruptions in service or performance problems could undermine confidence in our services and
cause us to lose customers or make it more difficult to attract new ones. For example, America Online has the
right to reduce its purchase commitments and terminate its agreement with us if we fail to meet agreed upon
performance levels. In addition, because many of our services are critical to the businesses of many of our
customers, any significant interruption in our service could result in lost profits or other loss to our customers.
Although we attempt to disclaim liability in our service agreements, a court might not enforce a limitation on
our liability, which could expose us to financial loss. In addition, we often provide our customers with
guaranteed service level commitments. If we do not meet the required service levels as a result of service
interruptions, we may be obligated to provide credits, generally in the form of free service for a short period of
time. to our customers, which could significantly reduce our revenues.

If we do not safeguard the security and privacy of our network infrastructure, our reputation could be
damaged and we could lose existing and prospective customers and the potential revenues they represent.

The secure transmission of confidential information over networks, including our network, is critical to the
acceptance of the Internet. Internet usage could decline if any well-publicized compromise of security occurs.
Our customers often maintain confidential information on our servers, such as credit card and bank account
numbers. We provide managed security services that are intended to provide a high level of protection for our
customers' networks. Our managed security services include monitoring the network perimeters of our
enterprise customers and using firewall management, maintenance and proactive response techniques to help
ensure the security of access points into our customers' computing infrastructure. We rely on encryption and
authentication technology to provide secure transmission of confidential information.

Despite our efforts, we may not be successful in maintaining information as confidential or adequately
safeguarding our customers' networks. Someone who is able to circumvent our security measures could
misappropriate proprietary information or cause disruptions in our operations and those of our customers. Any
compromise of security in our network could damage our reputation and cause us to lose existing and
prospective customers. We may be required to expend significant capital and other resources to protect against,
or to alleviate problems caused by, security breaches. In addition, a compromise of security may result in
claims against us, which could be successful. These claims, regardless of their ultimate outcome, could result in
costly litigation and adversely affect our ability to attract and retain customers.
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We rely on limited sources for supplying critical components of our network infrastructure. If we
are unable to obtain sufficient quantities of critical equipment from these sources when needed, we may
be forced to delay our development and expansion plans, which would negatively affect our competitive
position.

We depend on vendors to supply the critical components of our network infrastructure as we expand our
network both domestically and internationally. If we are unable to obtain these critical components on a timely
basis, we may have to abandon or delay our expansion plans, which would adversely affect our competitive
position. Some of our networking equipment is available only from one or a small number of sources. For
instance, we rely on Cisco Systems for our network routers and Nortel Networks for our optical electronic
equipment. We typically purchase or lease all of our components under purchase orders placed from time to
time. We do not carry significant inventories of components and have no guaranteed supply arrangements with
vendors. Our vendors also sell products to our competitors and we cannot assure you that they will not enter
into exclusive arrangements with our competitors.

We need to obtain additional capacity for our network from other providers in order to serve our
customers and keep our costs down.

We lease telecommunications capacity and obtain rights to unused fiber optic strands from both long
distance and local telecommunications carriers in order to extend the range of our network. Our inability to obtain
this additional capacity on acceptable terms, or at all, could adversely affect our ability to quickly expand our
network, aUract new customers and serve our existing customers or could increase our costs of doing so.

We must obtain permits and rights-of-way to develop our network infrastructure. If we do not
obtain them in a timely fashion, we may have to delay our expansion plans.

The expansion of our network infrastructure will require that we obtain licenses, permits and other rights,
including rights-of-way and encroachment agreements and other permits to install conduit and related network
equipment, from private landowners, utilities, railroads, local exchange carriers, state highway authorities, local
governments and transit authorities. The process of obtaining these licenses, permits and rights can be time
consuming and burdensome. In addition, if we are unable to obtain these licenses and permits on acceptable
terms and on a timely basis, our ability to expand and operate our network would be severely limited and our
business will not grow as we have planned.

Risks Related to Our Relationship With Verizon

Verizon's interests as a minority investor and potential future majority stockholder of Genuity will
be protected by jnvestor safeguards. Under these safeguards, we need the consent of Verizon before
taking the actions described below. Verizon is not required to grant its consent and may have interests
that are different from ours. .....

We are required under our certificate of incorporation to obtain the approval of the holders of a majority
of our Class B common stock before we take specific actions, including amending our certificate of
inCOrporation, entering into major business combinations and materially changing the nature or scope of our
business. We are also required under o...ur recapitalization agreement to obtain the consent of Verizon before we
take other actions, including making significant acquisitions or dispositions and incurring indebtedness or
issuing additional equity securities in excess of specified limits. After this offering, Verizon could prevent us
from taking any of these actions. Verizon's interests and objectives, which may diverge from ours, may

--- - A.
influence whether Verizon is willing to grant us any ...approvals we may request. We may not be able to resolve
potential conflicts between Verizon and us to our satisfaction, and if we cannot, our business may be harmed.
You should refer to the section in "Description of Capital Stock" entitled "Common Stoc~~VotingRights"
and the section in "Related Party Transactions" entitled' 'Recapitalization Agreement" for a more detailed
description of these approval requirements, including the circumstances under which these approval
requirements may be transferred and when they terminate.
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~ome or all of~ shares of Class B common stock owned by Verizon could be transferred to one or more
persons. Verizon also may assign its contractual rights under the recapitalization agreement to ~ transferee. of
the Class B common stock. In that event, these persons would be able to prevent us from taking the actions
described above.

If Yerizon is able to convert its shares of our Class B common stock into shares of our Class C
common stock, it will have the ability to exert significant control over our business and we will become
subject to additional regulation.

Although upon completion of this offering Verizon will hold shares of our Class B common stock that
represent 9.5% of our outstanding common stock at that time, under the terms of the proposal to the FCC, if
Verizon is permitted to own more than 10% of our outstanding shares of common stock, it could convert its
shares into 800 million shares of Class C common stock. Based on the shares of common stock outstanding
immediately after this offering, these shares would possess approximately 96% of the total voting power of our
common stock. After conversion of its shares of our Class B common stock, if Verizon continues to .own shares
of capital stock representing more than 50% of the voting power of our outstanding capital stock, Verizon will
be able to exercise a controlling influence over us, including with respect to the election of our directors and
the outcome of any corporate transaction or other matter submitted to our stockholders for approval. The voting
power of Verizon could have the effect of delaying or preventing a change in control. The interests of Verizon
may differ from the interests of our other stockholders.

When Verizon converts its shares of Class B common stock into shares of Class A common stock or
Class C common stock that represent more than 10% of our outstanding common stock, we will become an

.a,'lffiliat), of Verizon for purposes of the Telecommunications Act. As an affiliate of Verizon, w.e will ..be subject
!o additional regulation, including the requirements of Section 272 of the Telecommunications Act, which
restricts the extent and nature of the intercompany relationships between us and Verizon. In its proposal to the
FCC, Verizon has agreed that once it has eliminated applicable Section 271 restrictions and is able to exercise
its conversion rights, it will comply with Section 27210 the same extent1hat Section 272 would apply if
Verizon exercised its conversion rights ...You should refer to the section in "Business" entitled' 'Regulatory
Matter~-lederalTelecommunications Regulati0'l,Section 272 Restrictions" for a more detailed description
of the limitations imposed by Section 272 of the Telecommunications Act.

Even if Yerizon does not eliminate the applicable Section 271 restrictions on al~ Ben Atlantic in­
region Jines,.a controHing interest could still be transferred to someone who could exert significant
control over our business.

Verizon may be able to transfer some or all of its shares of Class B common stock without our consent or
the consent of the holders of our Class A common stock. If Verizon transfers all of the Class B common stock
to a disposition trustee for sale to one or more third parties after it has eliminated the applicable Section 271
restrictions as to at least 50% of Bell Atlantic in-region lines, the transferee would be able to convert those
shares into 800 million shares of our Class A common stock and exercise significant control over our business.
Even if Verizon transfers fewer than all of its shares of our Class B common stock, the transferee might be able
to exercise a controlling influence over us after converti~its shares of our Class B common stock. In addition,
Verizon could convert its shares of our Class B common stock into Class C common stock and transfer those
shares to one or more persons who could then exercise a controlling influence over us.

We have contracted with Yerizon to provide us with a variety of transitional services for a limited
period of time. We may experience transitional problems if we are unable to replace these services in a
timely manner or on similar terms.

We have not been operating as a stand-alone company. Affiliates of Verizon are contractually obligated to
provide us with office and operating facilities and specified transitional services upon completion of this offering.
If Verizon does not perform its contractual obligations under these agreements, we may not receive these services
at the same level or obtain the same benefits as when we were part of GTE. The transitional services agreements.
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...have a term of one year, but the term of many services will be less than lone year. After the termination of these
varIOUS arrangements, we may not be able to replace these transitional services or enter into appropriate leases
in a timely manner or on terms and conditions, including cost, similar to those we will receive from Verizon or
are otherwise acceptable to us. You should refer to the section entitled "Related Party Transactions" for more
information about these arrangements.

Risks Related to Legal Uncertainty

Our competitive position would be harmed if we are unable to protect our intellectual property rights.

Despite the precautions we take to protect our intellectual property, it may be possible for a third party to
copy or otherwise misappropriate and use our technology without authorization, particularly in foreign
countries where the laws may not protect our proprietary rights to the same extent as do the laws of the United
States, or for our competitors to develop substantially equivalent or superior technology independently. If
competitors are able to use our proprietary technology or develop similar technology, our ability to compete
effectively would be seriously harmed. We may need to resort to litigation in the future to enforce our
intellectual property rights, to protect our trade secrets or to determine the validity and scope of the proprietary
rights of others. This litigation could result in substantial costs and diversion of resources.

We may be subject to infringement claims that could subject us to significant liability or otherwise
adversely affect our operating results.

We expect that participants in our markets will be increasingly subject ((I infringement claims. Third parties
may try to claim our services infringe their intellectual property. Any claim, whether meritorious or not, could be
time consuming, result in costly litigation or require us to enter into royalty or licensing agreements. These
royalty or licensing agreements might not be available on terms acceptable to us or at all, in which case we
would have to cease selling, incorporating or using those services that incorporate the challenged intellectual
property and expend substantial amounts of resources to redesign our services. If we are forced to enter into
unacceptable royalty or licensing agreements or to redesign our services, our business and prospects would suffer.

Some of the services we provide may in the future be regulated by the FCC, states or foreign
governments, which would significantly increase our operating complexity and expenses and adversely
affect our ability to compete.

Our existing and planned managed Internet infrastructure services are currently classified as "information
services" and, therefore, are exempt from regulation by the FCC or any other government agency of the United
States, except to the extent that any regulations apply to businesses generally. However, the regulatory
characterization of Internet infrastructure services is currently unsettled, and some private parties and regulators
have raised questions about the current regulatory status of Internet service offerings. As a result, the FCC may
choose to impose a new set of regulations on Internet infrastructure services or reclassify them as either private
carrier services or telecommunications services. If existing telecommunications regulations are extended to the
Internet, or if new regulations are imposed, we may be restricted in the way we offer our services, our cost of
doing business could increase and we could be required to exit some or all of our businesses. You should refer
to the section in "Business" entitled "Regulatory Matters" for a more detailed description of the federal, state
and international regulations that could apply to our business if any of our services were reclassified as either
private carrier services or telecommunications services.

Although we believe that any regulation that applies to our business will likewise apply to our competitors
offering similar services, some of our competitors are already regulated as telecommunications carriers due to
their other service offerings. As a result, these companies may be better able to operate in a regulated
environment than we are. Accordingly, regulatory changes of the type described above could adversely affect
our ability to compete effectively against these competitors. There is no way to predict the future regulatory
framework of our industry.
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The regulation of the Internet is unsettled and future regulations could adversely affect our
operating costs and business.

In addition to potential regulation of the Internet and related services by the FCC and actual regulation of
the operations of one of our subsidiaries, our business may be adversely affected by the adoption of other laws
and regulations in the United States or abroad that apply generally to commerce and communication over the
Internet, including laws or regulations relating to intellectual property, telecommunications, privacy, consumer
protection, taxation and dissemination of unlawful or otherwise disfavored content. The adoption or
consideration of additional legislation or regulation affecting the Internet could inhibit the continued growth of
the Internet or decrease its acceptance as a commercial medium, impose additional operating and other costs on
us, expose us to greater potential liability from regulatory actions or private legal proceedings or otherwise
adversely affect our business operations or performance. We cannot predict the impact, if any, that future laws
and regulations relating to the Internet or legal or regulatory changes may have on our business. You should
refer to the section in "Business" entitled "Regulatory Matters-Other Potential Regulation" for a more
detailed discussion of existing and potential laws and regulations that could affect our business.

We may be subject to regulation, taxation, enforcement or other liabilities in unexpected jurisdictions.

We provide our managed Internet infrastructure services to customers located throughout the United States
and internationally. As a result, we may be required to qualify to do business, or be subject to tax or other laws
and regulations, in these jurisdictions even if we do not have a physical presence or employees or property in
these jurisdictions. The application of these multiple sets of laws and regulations is uncertain, but we could
become subject to regulation, taxation, enforcement or other liability in unexpected ways, which could
materially adversely affect our business, financial condition and results of operations.

If Verizon ;s unable to convert its Class B common stock 1:0 Class C common stock, we will not be
able to realize the benefits of being a majority-owned subsidiary of Verizon.

If Verizon is unable to convert its Class B common stock into Class C common stock, we may not realize
the full benefits of our relationship with Verizon. These benefits include the ability to:

offer combined packages of Internet infrastructure services and telephony services;

obtain financing on more favorable terms than we otherwise could;

integrate network infrastructure and reduce overhead costs; and

take further advantage of the purchasing power of Verizon.

Risks Related to the Securities Markets and this Offering

The trading price of the Class A common stock will anticipate the dilution that will result from
future conversion of the Class B common stock.

We expect that upon completion of this offering, the trading price of the Class A common stock will reflect
the dilution that would result from the future conversion of Class B common stock. This will likely result in the
shares of our Class A common stock trading at prices substantially lower than they otherwise would without this
future dilution. After this offering, the Class A common stock will represent 90.5% of our outstanding common
stock and the Class B common stock will represent 9.5% of our outstanding common stock. If Verizon is .able to
convert into 800 million shares of our Class A common stock or Class C common stock, it or its transferees
would be able to convert their shares into shares of common stock representing up to 82% of our outstanding
common stock after this offering. Therefore, investors should recognize that the Class B common stock may well
be converted into approximately 82% of our outstanding common stock, leaving the Class A common stock as
representing approximately 18% of our outstanding common stock.
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The market price of our Class A common stock may be volatile, which could cause the value of your
investment to decline..

The stock market has recently experienced significant price and volume fluctuations that have affected the
market price. for the securities of companies such as ours that depend on the Internet. As a result, investors in
our Class A common stock may experience a decrease in the value of their Class A common stock regardless
of our operating performance or prospects. The price at which our Class A common stock will trade following
this offering is likely to be highly volatile and may fluctuate substantially. The price of the Class A common
stock that will prevail in the market after this offering may be higher or lower than the price you pay... 1"'-1

You may suffer substantial dilution in the book value of your investment.

Assuming the Class B common stock outstanding on the date of this offering converted into the maximum
number of shares of common stock permitted under our certificate of incorporation, the initial public offering
price per share will significantly exceed the net tangible book value per share. Accordingly, investors purchasing
shares in this offering may suffer substantial dilution of $9.55 per share in their investment, assuming the
conversion of Class B common stock into Class A common stock and an initial public offering price of $13.50
per share. You should refer to the information in the section entitled "Dilution" for more information.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We have made statements under the captions "Prospectus Summary", "Risk Factors", "Management's
Discussion and Analysis of Financial Condition and Results of Operations", "Business" and in other sections
of this prospectus that are forward-looking statements. In some cases, you can identify these statements by
forward-looking words such as "may", "might", "will", "should", "expects", "plans", "anticipates",
"believes", "estimates", "intends", "future", "potential" or "continue", the negative of these terms and
other comparable terminology. These forward-looking statements, which are subject to risks, uncertainties, and
assumptions about us, may include, among other things, projections of our future financial performance, our
anticipated growth strategies and anticipated trends in our business as well as projections relating to our capital
expenditure requirements, our network expansion plans, locations of new data centers, network operations
centers and points of presence, expected deployment dates for capacity on trans-oceanic cable, our plans for
transitioning customer traffic from leased capacity to our network, research and development initiatives and
increases in sales and marketing personnel. These statements are only predictions based on our current
expectations and projections about future events. Because these forward-looking statements involve risks and
uncertainties, there are important factors that could cause our actual results, level of activity, performance or
achievements to differ materially from the results, level of activity, performance or achievements expressed or
implied by the forward-looking statements, including those factors discussed under the caption entitled "Risk
Factors". You should specifically consider the numerous risks outlined under "Risk Factors" .
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USE OF PROCEEDS

We estimate that the net proceeds from our sale of the 173,913,000 shares of Class A common stock we
are offering will be approximately $2.3 billion, assuming an initial public offering price of $13.50 per share and
after deducting estimated underwriting discounts and offering expenses payable by us. If the underwriters'
over-allotment option is exercised in full, we estimate that our net proceeds wiII be approximately $2.6 biIIion.

Of the net proceeds of this offering, we intend to use approximately $1.8 billion for capital expenditures~

including approximately $1.2 billion ill connection with the expansion of our fiber network and approximately
$600 million for expansion of our product lines for delivery of advanced data services to our customers,lhe
balance will be used for general corporate purposes, including approximately $300 miIIion for working capital
and approximately $500 million for operating expenses. We may also use a portion of the net proceeds to
acquire or invest in businesses or products or to obtain the right to use complementary technologies. We have
no current commitments or agreements with respect to any acquisition or investment. Pending these uses, we
intend to invest the net proceeds in short-term, investment-grade, interest-bearing securities.

DIVIDEND POLICY

We have never declared or paid cash dividends on our capital stock. We currently expect to retain
earnings, if any, to finance the growth and development of our business. Therefore, we do not anticipate
declaring or paying cash dividends on our common stock in the foreseeable future. The decision to pay
dividends will be made by our board of directors from time to time in light of conditions then existing
including, among other things, our results of operations, financial condition and capital expenditure
requirements. We must also obtain the consent of Verizon to declare extraordinary dividends or make other
extraordinary distributions on our Class A common stock. You should refer to the section in "Related Party
Transactions" entitled "Recapitalization Agreement" for more infonnation on this limitation.

21



CAPITALIZAnON

The following table sets forth our capitalization as of March 31, 2000:

on an actual basis giving effect to the recapitalization that will take effect before this offering}.

on a pro forma basis to give effect to a $178 million capital contribution by GTE; and

on a pro forma as adjusted basi\ to give effect to, the sale of the shares of Class A common stock
offered by us in this offering at an assumed initial public offering price of $13.50 per share, after
deducting estimated underwriting discounts and offering expenses payable by us.

This table should be read in conjunction with "Selected Combined Financial Data", "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and our combined financial
statements and accompanying notes included elsewhere in this prospectus.

As of March 31, 2000

Pro Forma
Actual Pro Forma As Adjusted

(in thousands except share data)

$ 74,220 $ 74,220 $ 74,220

57,563 57,563 57,563

Short-term obligations, including current maturities .

Long-term obligations .

Stockholders' equity:
Class A common stock, par value $.01 per share, °shares

authorized, issued and outstanding, actual and pro forma;
and 1,600,000,000 shares authorized and 173,913,000 shares
issued and outstanding, pro forma as adjusted .

Class B common stock, par value $.01 per share, 21,000,000
shares authorized, 18,256,000 shares issued and outstanding,
actual, pro forma and pro forma as adjusted .

Class C common stock, par value $.01 per share, 800,000,000
shares authorized, °shares issued and outstanding, actual,
pro forma and pro forma as adjusted .

Additional paid-in-capital .
Other comprehensive income .
Accumulated deficit .

Total stockholders' equity .

Total capitalization .
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3,460,604
1,721

(1,516,741)

1,945,767

$ 2,077,550

183

3,638,387
1,721

(l,516,741)

2,123,550

$ 2,255,333

1,739

183

5,886,674
1,721

(1,516,741)

4,373,576

$ 4,505,359



DILUTION

After this offering, the Class A common stock will represent 90.5% of our outstanding common stock and
the Class B common stock will represent 9.5% of our outstanding common stock. The Class B common stock
is convertible at any time into shares of our Class A common stock representing 10% of our total common
stock outstanding after the conversion. In circumstances that we describe elsewhere in this prospectus, our
Class B common stock can convert into 800 million shares of Class A common stock or Class C common
stock. We have prepared the information below to show the effect of this offering on our pro forma net tangible
book value per share under either conversion.

Our pro forma net tangible book value as of March 31, 2000 was approximately $1.6 billion. Pro forma
net tangible book value per share represents our total tangible assets, assuming a capital contribution of $178
million by GTE, less our total liabilities. Assuming conversion of the Class B common stock into shares of
Class A common stock representing 10% of our total common stock outstanding after the conversion, our pro
forma net tangible book value per share as of March 31, 2000 was approximately $82.75 per share. Assuming
the conversion of the Class B common stock into 800 million shares of Class A common stock or Class C
common stock, our pro forma net tangible book value per share as of March 31, 2000 was approximately $2.00
per share. The accretion or dilution in pro forma net tangible book value per share shown in the table below
represents the difference between the amount per share paid by purchasers of shares of our Class A common
stock in this offering and the net tangible book value per share of our common stock immediately following
this offering.

Without taking into account any changes in pro forma net tangible book value after March 31, 2000, other
than to give effect to the sale of the shares of Class A common stock offered by us at an assumed initial public
offering price of $13.50 per share, after deducting estimated underwriting discounts and offering expenses
payable by us, our pro forma as adjusted net tangible book value as of March 31, 2000 would have been
approximately $3.8 billion, or $19.92 per share of common stock assuming a 10% conversion, and $3.95 per
share of common stock assuming a conversion into 800 million shares. Such amounts result in dilution of
$62.83 per share to GTE, our sole stockholder, on the 10% conversion basis and dilution of $9.55 per share to
new investors purchasing shares of Class A common stock on the 800 million share basis. If the initial public
offering price is higher or lower, the accretion or dilution to new investors will be greater or less. The
following table illustrates the accretion and dilution in pro forma net tangible book value per share to new
investors:

Initial public offering price per share .
Pro forma net tangible book value per share as of March 31, 2000 .
(Decrease)/Increase per share attributable to new investors .

Pro forma as adjusted net tangible book value per share after this
offering .

(Accretion)/Dilution per share to new investors .

800 Million
10% Conversion Share Conversion

$13.50 $13.50
$ 82.75 $2.00

(62.83) 1.95

19.92 3.95
--- ---
$ (6.42) $ 9.55
--- ---
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The following table summarizes on a pro forma basis after giving effect to the recapitalizati0'l and the
capital contribution discussed above, as of March 31, 2oo0, the number of shares of common stock purchased
from us, the total consideration paid to us and the average price per share paid by GTE as our sole stockholder,
both on a 10% conversion basis and an 800 million share conversion basis. It also includes amounts to be paid
by new investors purchasing shares of Class A common stock in this offering at an assumed initial public
offering price of $13.50 per share, before deducting estimated underwriting discounts and offering expenses
payable by us.

Total Consideration
10% Conversion

Shares

Number Percent

800 Million Share
Conversion Shares

Number Percent Amount Percent

Average Price
Per Share in

10%
Conversion

Average
Price Per
Share in

800
Million
Share

Conversion

(in thousands, except per share data)

GTE .............. 19,324 10% 800,OOO 82% $1,599,061 41% $82.75 $ 2.00
New investors ....... 173,913 90 173,913 18 2,347,826 59 $13.50 $13.50

Total .......... 193,237 loo% 973,913 100% $3,946,887 100%
- --
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SELECTED COMBINED FINANCIAL DATA

The selected combined financial data set forth below should be read in conjunction with "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and the combined financial
statements and accompanying notes included elsewhere in this prospectus. The selected combined balance sheet
data as of December 31, 1998 and December 31, 1999 and the selected combined results of operations for each
of the years in the three-year period ended December 31, 1999 have been derived from our combined financial
statements, which have been audited by Arthur Andersen LLP, independent public accountants, and are
included elsewhere in this prospectus. The selected combined balance sheet data as of March 31, 2000 and
results of operations for each of the quarters ended March 31, 1999 and 2000 have been derived from our
unaudited financial statements included in this prospectus. The results of operations of the predecessor to
Genuity for the six months ended June 30, 1997, have also been derived from financial statements which have
been audited by Arthur Andersen LLP and are included elsewhere in this prospectus.

Our selected combined balance sheet data as of December 31, 1995, 1996 and 1997 and March 31,1999
and the selected combined statement of operations data for each of the years in the two year period ending
December 31, 1996 were derived from unaudited financial statements that are not included in this prospectus.
The selected combined balance sheet data of the predecessor to Genuity as of December 31, 1995 and 1996 and
June 30, 1997 and the selected combined results of operations data of the predecessor for each of the years in
the two year period ended December 31, 1996 were derived from unaudited financial statements that are not
included in this prospectus. The unaudited financial statements include all adjustments, consisting of normal
recurring accruals, which we consider necessary for a fair presentation of the results of operations for these
periods.

Our selected combined financial data set forth below, as of December 31, 1995, 1996, 1997,1998 and
1999 and for each of the five years in the period ended December 31, 1999 include the financial position and
results of operations of those operations that will constitute Genuity as of the completion of this offering. The
selected combined financial data as of December 31, 1995 and 1996 and the results of operations for each of
the years in the two-year period ended December 31, 1996 do not include the financial data of BBN
Corporation. GTE acquired BBN Corporation effective June 30, 1997. This acquisition was accounted for as a
purchase business combination and, consequently, the results of operations of BBN Corporation, excluding the
operations of BBN Technologies, which are being retained by GTE, are only included in our results of
operations for periods after June 30, 1997. The results of operations of our predecessor represent the results of
operations of BBN Corporation, excluding the operations of BBN Technologies. The operations of BBN
Technologies are not included in the financial results of either the predecessor or Genuity.

We have prepared the accompanying table to reflect our historical combined financial information in a
manner consistent with stand-alone operations by reflecting transactions of GTE and balances attributable to us
in our financial statements for all periods presented. The historical financial information may not be indicative
of our future performance and does not necessarily reflect what our financial position and results of operations
would have been had we operated as a separate, stand-alone entity during the periods covered.
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Predecessor Genuity

Year Ended Six Months Three Months Ended
December 31, Ended Year Ended December 31, March 31,June 30,

1995 1996 1997 1995 1996 1997 1998 1999 1999 2000

(in thousands, (in thousands,
except per share data) except per share data)

$ 24,323 $112,109 $ 94,126 $ $ $ 128,838 $ 350,777 $ 555,603 $ 128,038 $ 183,285
1,045 7,769 9,601 9,690 33,469 48,811 10,028 21,692

33,961 38,463 41,920 46,876 64,483 13,535 23,625
300 2,452 2,591 3,035 14,880 37,569 5,682 19,250

25,668 122,330 106,318 33,961 38,463 183,483 446,002 706,466 157,283 247,852

17,778 85,287 92,670 14,812 15,606 166,040 .492,794 767,498 160,540 283,928

28,341 68,602 38,801 552 4,378 142,962 312,916 396,522 93,123 108,336

6,786 13,160 10,536 6,062 6,73\ 49,444 104,444 187,628 41,092 53,786

(27,237) (44,719) (35,689) 12,535 10,656 (174,963) (464,152) (645,182) (137,472) (198,198)
$ (35,404) $ (41,600) $ (37,663) $ 8,485 $ 7,309 $(174,928) $ (468,559) $ (647,046) $ (138,580) $ (209,826)

$ 0.46 $ 0,40 $ (9.58) $ (25.67) $ (35.44) $ (7.59) $ (11.49)

18,256 18,256 18,256 18,256 18,256 18,256 18,256

Results of Operations
Data:

Revenues
Access
Hosting.
Transport
Other

Total
revenues.

Operating expenses
Cost of goods

sold ..
Selling,

general and
administrative ..

Depreciation and
amortization

Operating income
(loss)

Net income (loss) ...
Basic and diluted

income (loss) per
common share ...

Basic and diluted
weighted-average
common shares
outstanding ..

Pro forma as adjusted
basic and diluted net
loss per common
share

Pro forma as adjusted
basic and diluted
weighted average
common shares
outstanding ..

- $ (3.37)

192,169

- $ (1.09)

192,169

Other Data:
Cash flow provided by

(used in) operating
activities .

Capital expenditures.
$ (60,200) $ (32,717) $ 2,496 $15,028 $ 8,349 $ (90,927) $ (512,928) $ (403,842) $ (133,479) $ (119,395)

13,190 42,945 23,255 616 3,360 299,491 587,831 744,356 105,157 163,093

As of As ofDecember 31, June 30, As of December 31, As of March 31

1995 1996 1997 1995 1996 1997 1998 1999 1999 2000

(in thousands) (in thousands)
Balance Sheet Data:
Cash and cash

equivalents ....... S 36.082 $102,870 $ 78,773 $ 222 $ 304 $ 3,063 $ 13,883 $ 6,044 $ 541 $ 17,118
Working capital 96,332 98,950 62,041 14,712 698 370,765 43,060 (287,362) 114,361 (180,484)
Property, plant and

equipment, net 25,671 56,865 72,179 26.292 33,951 367,688 908,980 1,520,934 986,205 1,629,391
Total assets .. 157,432 216,589 218,102 60,123 58,735 1,094,576 1,685,969 2,343,132 1,785,867 2,461,854
Total long-term

liabilities .. 82,840 80,495 83,334 6,162 1,964 132,462 176,649 133,553 170,035 70,584
Total liabilities .. 105,132 110,478 140,876 23,156 25,818 609,208 351,242 675,026 311,510 516,087
Stockholders' equity .. 52,300 106,111 77,226 36,967 32,917 485,368 1,334,727 1,668,106 1,474,357 1,945,767
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